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July 22, 1991 


The Honourable Brian Charlton 
Minister of Financial Institutions 
Ministry of Financial Institutions 
555 Yonge Street 

Toronto, Ontario 

M7A 2H6 


Dear Mr. Minister: 


[am pleased to submit the Annual Report of the Ontario Securities Commission (“OSC”) for 
the fiscal year ended March 31, 1991. During the past fiscal year, the OSC has undergone 
important changes and has undertaken a number of significant initiatives. 


In response to concerns that investors are being prejudiced in “related party transactions” 
which typically involve an issuer or its security holders and a related party, revised OSC 
Policy Statement No. 9.1, respecting “Disclosure, Valuation and Approval for Insider bids, 
Issuer bids, Going Private Transactions, Significant Asset Transactions and Other Related 
Party Transactions” was published for comment in the spring of 1990. This policy changes 
significantly the rules governing related party transactions and requires increased prior 
disclosure, independent valuations and majority of the minority shareholder approval in 
the case of transactions involving significant asset transfers between parties who are not 
dealing at arm’s length. While staff are continuing to review comments received concerning 
the policy and to refine its terms, many of its provisions are being complied with and the 
policy is regarded as a significant step in favour of greater investor protection. The policy 
has now been published in final form. 


A thorough operational review of the OSC’s Registration Section was completed during the 
fiscal year. Administrative improvements implemented during the past year have helped 
to reduce the backlog and the time required to review applications for registration. 
Additional measures will be introduced shortly to improve the situation even further. In 
addition, a staff review of the system of “universal registration”, which was introduced on 
June 30, 1987, led to the publication for comment in December 1990 of proposals for 
extensive changes to existing exemptions from registration, and a number of policy and 
operational changes. 


In February 1991, the OSC entered into an agreement with The Toronto Stock Exchange 
(“TSE”), transferring the operation of the Canadian Over-the-Counter Trading System from 
the OSC to the Canadian Dealing Network Inc., a subsidiary of the TSE. 


Staff have been engaged in a comprehensive review of the OSC’s fee schedules, which had 
not been substantially revised since 1986. Proposals to revise the fee schedules were 
published for comment in the spring of 1991. These proposals would increase individual 
fees.in keeping with inflation and would better reflect the amount of staff time involved in 
providing particular services. The proposals include a fee which would be levied upon 
secondary market trades and increases in registration fees, prospectus and circular filing 
fees and application fees. We expect to complete the consultation process in time to submit 
a proposal to the government for implementation in September. 


The OSC has been engaged since 1988 in a review of the enforcement provisions of the 
Ontario Securities Act. In February 1990, “Proposals for Amendments to the Securities Act 
in the Areas of Investigations, Enforcement and Remedies” (the “Enforcement Proposals”) 
was published for comment. One of the Enforcement Proposals provided that the OSC 
should have the authority to sanction professionals in certain limited circumstances. Since 
the end of the comment period, staff have been engaged in a review of the comments 
received and have participated in meetings with the Institute of Chartered Accountants of 
Ontario, the Law Society of Upper Canada, the Securities Advisory Committee and the 
Financial Disclosure Advisory Board. A revised proposal, which contains suggested 
legislative language, was published for further comment. The OSC expects to submit a 


proposal for legislative amendment in the fall of 1991. This is a very significant project and 
has required a substantial commitment of resources by the Commission and the staff. 


During the fiscal year, we conducted 41 hearings over a period of 137 days. Because of this 
increasingly busy hearings schedule, William Moull was appointed as the OSC’s second 
full-time Vice-Chairman in June 1990, with special responsibilities in respect of hearings. 


The OSC’s Office of the Chief Accountant has been leading a CSA initiative to review the 
capital, financial reporting and audit requirements of the securities industry in Canada. This 
has led to the development of a framework for a new “capital formula” for monitoring the 
financial stability of securities firms which are members of self-regulatory organizations, 
such as the TSE and the Investment Dealers’ Association of Canada. The Office of the Chief 
Accountant has also been active in monitoring the quality of financial reporting, including 
Management Discussion and Analysis provided by issuers, through the Financial Statement 
Review Program. This is a significant part of the OSC’s general policy to enhance the quality 
and timeliness of information available to shareholders of reporting issuers in Ontario. 


The OSC has continued to play a leading role in the Canadian Securities Administrators, a 
forum for securities administrators from the ten provinces and two territories of Canada. 
The CSA seeks to achieve uniformity in legislation and policies. During the past year, the 
OSC assumed responsibility for coordinating the agenda and semi-annual meetings of the 
CSA, which does not have a permanent secretariat. 


The OSC has continued to be active internationally by participating in the work of the 
Executive Committee, the Technical Committee and Working Groups of the International 
Organization of Securities Commissions and with other groups concerned with interna- 
tional securities regulation and enforcement. As well, OSC staff have continued to play a 
leading role in the development of the Multijurisdictional Disclosure System (“MJDS”). The 
MJDS is a joint initiative between the CSA and the Securities and Exchange Commission of 
the United States to reduce duplicative regulation in cross-border offerings, issuer bids, 
take-over bids, business combinations and continuous disclosure and other filings. The 
MIDS has been implemented effective July 1, 1991. 


During the past year, we have implemented significant changes to the OSC’s system of 
reviewing the reporting of trades by insiders of issuers. The Insider Reporting Section has 
been moved from the Corporate Finance Branch to the Enforcement Branch. New procedures 
have been instituted to improve compliance with the insider reporting requirements and to 
place the onus for comment and timely reporting on the insider. 


During the year, there was a stability at the senior staff level of the Commission which had 

not been seen for some time. Since the year end, Selwyn Kossuth resigned as Executive 
Director and Joseph Oliver has been appointed to take his place. This, and the appointments 
of Larry Waite as Director, Enforcement, Brenda Eprile as Chief Accountant, and Dan Rivet 
as Director, Administrative and Systems Services, are the only changes of personnel which 
have occurred at the senior management level in the past year. I want to thank the staff of 
the Commission for their hard work and support over the last twelve months. In my view, 
we have an effective and hard-working organization, maturing in experience and providing 
fair, effective, forward-looking regulation, and making a substantial contribution to the 
considerable reputation which Ontario enjoys in the international financial community. 


Yours sincerely, 


a 


ROBERT J. WRIGHT 


Chairman 





Tage GC 70°oMo Mls 39 41207 NES sRess 


ROBERT WRIGHT, Q.C,, a former senior partner with the law firm of Lang, Michener, 
Lawrence & Shaw, practised corporate and securities law and lectured at Osgoode Hall 
Law School of York University. He was appointed a Commissioner in June 1989, and was 
appointed Chairman in September 1989. 


CHARLES SALTER, Q.C., held several senior appointments with the Government of 
Ontario prior to his appointment as Vice-Chairman in 1984. He served as Director of the 
Commission from 1975 to 1984. 


WILLIAM MOULL is a member of the Ontario Bar and was a member of the faculty of 
Osgoode Hall Law School of York University from 1979 to 1987. He has written 
extensively on commercial and constitutional law matters. He was first appointed to 
the Commission in January 1989, and was appointed Vice-Chairman in June 1990. 


JALYNN BENNETT is president of Jalynn H. Bennett Associates Ltd., a consulting firm 
specializing in strategic planning and organizational development. Ms. Bennett has a 
degree in economics and political science from the University of Toronto and has 
extensive experience related to the Canadian capital markets, trade issues and regulatory 
reform. Ms. Bennett is a past director of the Toronto Society of Financial Analysts and past 
chairperson of its Public Affairs Committee. She also serves on the board of directors for 
Trent University, the United Way of Greater Toronto, the Laidlaw Foundation and the 
Young Naturalists Foundation. 


JACK BLAIN, Q.C,, a retired partner in the law firm McCarthy & Tétrault, practised 
corporate and securities law and lectured at the University of Toronto Law School prior 
to his retirement. He has been a member of the Commission since 1983. 


MARTIN FRIEDLAND, O.C7O:Ceis-a professor of law at the University of Toronto 
where he was dean from 1972 to 1979. He was a member of the secretariat to the Attorney 
General’s Committee on Securities Legislation (1963-65) and Chairman of the Ontario 
Task Force on Inflation Protection for Employment Pension Plans (1987-88). 


LEA HANSEN is a financial analyst and has a degree in economics from Queen's 
University. Ms. Hansen worked as a securities analyst specializing in the communica- 
tions sector. She served as a director of the Toronto Society of Financial Analysts from 
1981 to 1984 prior to assuming the position of President in 1984. Subsequently, she was 
elected a trustee of the Institute of Chartered Financial Analysts and is at present involved 
at the committee level. 


DEAN KITTS, Q.C., is a member of the Ontario Bar and served as Vice-President and 
General Counsel of John Labatt Limited. He was appointed a Commissioner in June 1990. 


DAVID MOORE recently retired as Executive Vice-President of ScotiaMcLeod Inc. Mr. 
Moore was also a Governor of the Canadian Securities Institute and the Toronto Stock 
Exchange, and chaired the Joint Industry Committee on Public Ownership of Canadian 
Securities Firms. Mr. Moore is currently a member of the board of directors of Trent 


University and is a trustee emeritus of Sunnybrook Medical Centre. 


PAUL WAITZER isa former Governor of the TSE and a former Chairman of the National 
Contingency Fund. He has also served as President and Chief Executive Officer of a 
multi-branch investment firm and is President of a private investment and development 


company. 


SEYMOUR WIGLE, F.C.A., a former partner of Price Waterhouse, Chartered Account- 
ants, was Director, Technical Services, at the time of his retirement. He isa past President 
of the Institute of Chartered Accountants of Ontario. 





THE MANDATE, POWERS AND STRUCTURE 
OF THE ONTARIO SECURITIES COMMISSION 


THE MANDATE OF THE OSC 


The OSC has administrative responsibility for the Securities Act, 
the Commodity Futures Act and the Deposits Regulation Act, as 
well as certain provisions of the Ontario Business Corporations 
Act, 1982. The bulk of the OSC’s day-to-day operations centre 
around the administration and enforcement of the Securities Act 
and the Commodity Futures Act. 


Securities regulation in Ontario involves three principal areas of 
activity: 

1. Licensing and registration of persons and firms trading in 
securities and commodity futures contracts. 


The OSC requires competency and integrity of registrants. In the 
case of firms, it is concerned with financial stability and adequate 
supervision of individuals. 


2. Review of prospectuses and other disclosure documents. 


As a general rule, no person may sell new securities to the public 
unless a prospectus, containing full, true and plain disclosure, is 
filed with the OSC and provided to purchasers. 


3. Enforcement of the Securities Act and Commodity Futures 
Act. 


Staff investigate suspected violations of the legislation and, in 
appropriate cases, recommend either administrative proceedings 
before the Commission or prosecution under the relevant Act or 
the Criminal Code. Staff also supervise the filing of financial 
statements, insider trading reports and other disclosure material. 


CHALLENGES FACING THE OSC 


The OSC’s mandate requires its staff to work with the public, a 
wide variety of issuers, securities dealers, professional advisers 
and others, and with many public and private sector organizations 
at provincial, national and international levels. Effective regulation 
ina dynamic securities environment, where the pace of change and 
advancement of technology can be dramatic, requires a high level 
of skill and professionalism on the part of staff. 


Many factors affect the ability of the OSC to fulfil its mandate: the 
increasing complexity of the capital markets and new financial 
instruments; the growing volume of filings; the opening of the 
Ontario market to foreign securities firms and domestic financial 
institutions; the internationalization of markets with global 
trading of securities; and the emergence of financial service 
conglomerates. There is also increasing public interest in the 
adequacy of regulation of financial institutions and public 
companies. Losses to investors occasioned by business reversals, 
fraud and regulatory failures, both in Canada and abroad, have 
fuelled an increasing demand for greater accountability on the part 
of market participants and regulators. 


THE OSC AND ITS POWERS 


The OSC has the power, among others, to: 

* investigate, 

* suspend, cancel or impose terms on registration, or reprimand 
registrants, 

* srant or deny exemptions from provisions concerning prospec- 
tuses, registration, take-over bids or issuer bids; 


* cease-trade any security; 
* freeze funds or apply to court for the appointment of receivers; 


* order audits of registrants, reporting issuers, mutual fund custo- 
dians and clearing houses of commodity futures and stock 
exchanges; 


e grant relief from financial reporting requirements; and 


¢ grant relief from proxy solicitation and insider reporting require- 
ments. 


The OSC is empowered to grant official recognition to Self-Regu- 
latory Organizations (“SROs”), and has recognized The Toronto 
Stock Exchange (“TSE”) and The Toronto Futures Exchange (“TFE”). 
SROs, such as the TSE, the TFE and the IDA, impose financial and 
trading rules on their members which are enforced through inde- 
pendent audit and compliance checks. The OSC reviews those 
rules and hears appeals from decisions of the SROs. 


THE STRUCTURE OF THE OSC 


The OSC is a Schedule I regulatory agency of the Government of 
Ontario. The Minister of Financial Institutions answers for the OSC 
in the Legislature and presents OSC financial estimates as part of 
the Ministry of Financial Institutions’ estimates. 


THE COMMISSION 


The OSC is composed of two distinct parts. The first part is an 
autonomous statutory tribunal — the Commission — appointed 
by Order-in-Council and comprised of a full-time Chairman, two 
full-time Vice-Chairmen, and up to eight other Commissioners 
serving on a part-time basis. Commissioners are drawn from 
various fields related to the securities and commodity futures 
industries, including lawyers, accountants, securities analysts, 
dealers and investors. The Chairman is the Commission’s Chief 
Executive Officer. The Commission formulates policy, sits as an 
administrative tribunal in hearings, acts as an appeal body from 
decisions made by the Executive Director and staff, hears appeals 
from decisions of the TSE and the TFE and makes recommenda- 
tions to the government for changes in legislation. Two members 
constitute a quorum. The Commission holds regular policy meet- 
ings and also convenes in panels for administrative hearings. 


The Office of the Secretary provides support to the Commission in 
respect of its meetings and hearings, receives and co-ordinates the 
processing of all applications to the OSC, publishes the OSC 
Bulletin, coordinates corporate communications, provides library 
services and coordinates meetings of the Canadian Securities 
Administrators — a forum for securities administrators from the 
ten provinces and two territories of Canada which seeks to 
achieve uniformity in legislation and policies. 


THE STAFF OF THE COMMISSION 


The second part of the Commission is an administrative agency 
composed of more than 230 lawyers, accountants, investigators, 
managers and support staff serving the day-to-day operations of 
the OSC. The Executive Director is the OSC’s Chief Operating and 
Administrative Officer and is responsible for staff and for the 
activities of the seven operating departments of the OSC — the 
Offices of the Chief Accountant and the General Counsel, and the 
Corporate Finance, Capital Markets, Enforcement, International 
Markets and Administrative and Systems Services branches. The 
Executive Director also participates actively in policy development. 


The Chief Accountant is responsible for the formulation of 
financial reporting policy and the resolution of questions on the 
interpretation and application of accounting principles and 
auditing standards. The Office of the Chief Accountant provides 
consultation to staff, the Commission and external parties regard- 
ing accounting and auditing matters. The office monitors the 
quality of financial reporting in Canada and the accounting and 
auditing standard setting functions of the Canadian Institute of 
Chartered Accountants, and provides input on emerging issues 
and commentary on proposed standards. 


The Office of the General Counsel is responsible for all legal 
matters at the staff level and provides consultation to staff lawyers 
in regard to interpretation of the legislation, regulation and 
policies administered by the Commission. The General Counsel 
assumes responsibility for applications to the Executive Director 
for exemptions from the requirements of OSC Policy Statement 
No. 9.1 and makes recommendations to the Commission for 
applications for exemption from take-over bid rules, and partici- 
pates in policy initiatives generated by staff. The Office of the 
General Counsel is involved in hearings relating to take-over bids 
and other securities law issues. 


The Corporate Finance Branch is responsible for regulating the 
distribution of securities in Ontario, whether by way of prospectus 
or private placement, monitoring compliance with the continuous 
and other disclosure obligations of securities issuers and regulating 
many aspects of the mutual fund industry. The Corporate Finance 
Branch is comprised of the Corporate Finance and Continuous 
Disclosure sections. The Corporate Finance Branch reviews 
prospectuses and other disclosure documents to. ensure that the 
information disseminated appears complete and that the offering 
appears to be not contrary to the public interest. The branch also 
reviews and makes recommendations to the Commission with 
respect to applications for exemption from certain requirements of 
the Securities Act, Regulation and policy statements. Policy devel- 
opment remains an important aspect of the work of the branch. 


The Capital Markets Branch is responsible for the regulation of 
participants in the securities and commodity futures industry. The 
branch also identifies and responds to developments in the capital 
markets. The Legal and Policy Section provides ongoing legal and 
policy advice to the branch and the Commission. The Registration 
Section of the branch is responsible for the initial and ongoing 
registration of companies and individuals carrying on securities 
and commodity futures activities as dealers, advisors, floor traders 
or underwriters in Ontario. The Commodity Futures Section of the 
branch administers the Commodity Futures Act and Regulations 
and the Recognized Options Rationalization Order. 


Activities of the Enforcement Branch, the largest branch in the OSC, 
include surveillance of trading in commodities and securities, and 
investigation of complaints concerning commodities and securities 
matters. The Investigation and Enforcement Section carries out 
investigations into possible violations of statutes administered by 
the Commission. Violations of the legislation may result in 
administrative proceedings before the Commission or prosecu- 
tions pursuant to the Securities Act, the Commodity Futures Act or 
the Criminal Code before the Courts. The Enforcement Inquiries 
Section receives and reviews all complaints and enforcement- 
related inquiries from the public. The Market Surveillance - Insider 
Trading Section of the branch is responsible for the surveillance of 
the trading of shares of reporting issuers and the processing of 
insider reports filed with the Commission. The section was 
responsible for the administration of the Canadian Over-the- 
Counter Automated Trading System (“COATS”) prior to its trans- 
fer to the Canadian Dealing Network Inc., a subsidiary of the TSE. 


The International Markets Branch is responsible for policy develop- 
ment in respect of international and interjurisdictional securities 
matters, and for special policy development projects. The branch 
also participates in the review of prospectuses, rights offering 
circulars and applications made by foreign issuers. 


The Administrative and Systems Services Branch provides 
administrative and systems services to support the operations of 
the OSC. 
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The Office of the Secretary provides support 
tothe Commission in respect of regular policy 
meetings and administrative hearings, re- 
ceives and coordinates the processing of all 
applications for orders and rulings and other 
relief, provides library services, coordinates 
the publication of the weekly OSC Bulletin, 
meetings of the CSA and corporate commu- 
nications. 


The Office of the Secretary received 735 appli- 
cations during the fiscal year ended March 
31 199%, 


During the fiscal year, the Commission 
conducted hearings in 41 matters which 
occupied a total of 137 days. 


OF THE SECRETARY 


ORDERS AND RULINGS ISSUED 
(FISCAL YEAR ENDED MARCH 31, 1991) 








Section Number Description 
SECURITIES ACT 
8 1 Notification of decision 
ili We Investigation orders 
14 30 Consent to disclose s.11 information 
16 32 Freeze orders and releases 
18 8 Appointment of auditors 
22 3 Stock exchanges - review of decisions 
26 33 Suspension of registration, etc. 
61 31 Extend time for re-filing of prospectus (lapse date) 
73 118 Exemption from registration or prospectus requirements 
79 74 Extend time to file financial statements 
82 49 Exempt small reporting issuer 
87 5 Proxy solicitation requirements - other jurisdictions 
100c 29 Take-over bid exemptions 
109 3 Mutual fund conflict of interest / investment restrictions 
113 3 Exemption - management company of mutual fund 
22 & Mutual fund - filing requests - other jurisdictions 
123 26 Cease-trade orders and temporary cease-trade orders 
Ws} 316 Director's orders 
124 52 Removal of exemptions 
140 21 Revocation and variation of decisions 
Other 28 Notices of hearing 
REGULATIONS 
HZ 2 Finance company financial filing requirements 
183 4 Exemption - Universal registration 
208 25 Exemption - Conflicts of interest 


ONTARIO BUSINESS CORPORATIONS ACT 








1(6) 3 Order deeming corporation ceased offering securities 
189 1 Exemption - Going private transaction 
50 Reg. 8 Continuation 
COMMODITY FUTURES ACT 
4 1 Notification of decision 

15 1 Review of a decision of a self-regulatory organization 
National Policy 31 2 Change of auditor 
National Policy 41 1 Shareholder communication 


MESSAGE FROM THE EXECUTIVE DIRECTOR 


During the 1990/1991 fiscal year, the OSC implemented new 
programs and policy initiatives in most operational areas, as had 
been planned in the 1989/1990 fiscal year. With the stabilization 
of the senior management team of Robert Wright as Chairman, 
myself as Executive Director, Joan Smart as Director, Capital 
Markets Branch, Susan McCallum as Director, Corporate Finance 
Branch, Justin Connidis as General Counsel, Pamela Hughes as 
Director, International Markets Branch, and with the appoint- 
ment of Larry Waite, previously Acting Director, Enforcement, to 
Director, Enforcement Branch, all now entering our second year, 
the Commission was able to make considerable progress in a 
number of areas. 


During the past fiscal year, the Commission made two additions 
to the senior management team. In September, Dan Rivet, 
formerly the Executive Co-ordinator with the Ministry of 
Financial Institutions, was appointed Director, Administration 
and System Services Branch, and in November, Brenda Eprile, 
formerly Associate Chief Accountant, was promoted to Chief 
Accountant. 


Commission management combines specialized knowledge of 
the securities industry and regulatory matters with extensive 
professional experience. As a result of these changes and the 
continuing contribution on the tribunal side of the Vice-Chairmen, 
Charles Salter and William Moull, the Commission continues to 
have a strong and experienced management team. 


A full staff complement together with the successful expansion of 
our professional secondment program to include secondees from 
investment firms, accounting firms and both Canadian and U.S. 
law firms have enabled the Commission to fulfil its mandate. 


Organizational changes implemented during the year included 
the transfer of the Canadian Over-the-Counter Automated 
Trading System from the OSC to the TSE on March 1, 1991. The 
Commission considered it inappropriate for the principal regula- 
tor to be responsible for the administration of COATS, resulting in 
discussions with the TSE, private organizations, the investment 
community and the public, regarding the transfer of operations of 
COATS from the OSC. A second organizational change which 
took place during the past fiscal year was the transfer of the Insider 
Trading Section from the Corporate Finance Branch to the 
Enforcement Branch. 


A number of managerial developments which have occurred over 
the past year are expected to enhance the OSC’s service capabili- 
ties. An OSC operational plan which covers the next three years 
is being developed, following a strategic planning process to 
review the OSC’s mandate, operations, organizational structure, 
and financial and human resources. Additional managerial 
developments included implementation of operational changes 
resulting from an internal audit conducted in the summer of 1990 
and a performance appraisal management system which 
included an OSC-wide career planning exercise. 


During the past fiscal year, the OSC conducted a review of the 
existing fee schedule for which proposed revisions were released 
for comment in the spring. OSC staff also completed a review of the 
Universal Registration System and, in January 1991, published 
proposed amendments for comment. If approved, the implementa- 
tion of the latter proposed amendments is expected to be effected 
over the next two years. Staff also undertook a review of the 
comments received in response to an initial proposal to amend the 
OSC’s current enforcement powers. 


In the fall of 1990, the OSC submitted an updated report on the 
OSC’s Information Technology Plan to Management Board of 
Cabinet. This update shifts the focus of the earlier plan, allowing the 
OSC to concentrate on the application of information technology in 
operational areas. Other systems projects completed during the 
fiscal year included the implementation in January of several 
computer application programs in both the Enforcement Branch 
and Registration Section. Next year, further modifications and 
improvements will be introduced, and the second stage of the 
Information Technology Plan will be implemented once Manage- 
ment Board approval has been received. 


As part of the OSC’s continued effort to increase the public’s 
understanding of the role and services of the Commission, staff 
were involved in presentations and information exchanges with 
various groups. In February, staff participated in a major financial 
trade show in Toronto, and, in May, staff again participated in the 
annual “Dialogue with the OSC” seminar. 


The upcoming fiscal year promises to be a challenge for the OSC 
given its growing involvement in the Canadian Securities Admin- 
istrators, North American Securities Administrators Association 
and the International Organization of Securities Commissions. The 
International Markets Branch will continue to co-ordinate much of 
our growing efforts in the area of international co-operation as 
evidenced by this year’s successful negotiation with the SEC of the 
Multijurisdictional Disclosure System. Other international 
initiatives include the continuing work to expand the number of 
regulators with which we are able to enter into Memoranda of 
Understanding (“MOU”). We are currently negotiating MOUs 
with a number of jurisdictions. 


I would like to take this opportunity to express my sincere apprecia- 
tion to all of our employees whose hard work and continued 
dedication allows the OSC to maintain its position as one of the 
premier securities regulatory bodies in the world. 


I recently decided to accept the position of President and Chief 
Executive Officer of The Investment Funds Institute of Canada. It 
is with great regret that I will be leaving the Commission and the 
many friends I have made there. I would like to take this opportu- 
nity to wish my successor, Joseph Oliver, formerly Senior Vice- 
President and Director of Corporate and Government Finance with 
securities dealer Nesbitt Thomson Deacon Jnc., all the best. 





OFFICE OF THE CHIEF ACCOUNTANT 


The Office of the Chief Accountant (“OCA”) is the senior account- 
ing and auditing resource to the staff and the Commission. The 
mandate of the OCA is to ensure that the OSC’s financial reporting 
and auditing standards and guidelines for reporting issuers and 
registrants are appropriate in terms of both investor protection and 
market efficiency, and that deviations from compliance are 
identified and corrected. 


The OCA monitors the quality of current financial reporting, 
provides input into accounting and auditing standard setting 
activities of the Canadian Institute of Chartered Accountants 
(“CICA”), provides interpretation of financial reporting and 
auditing requirements of the Securities Act, Regulation and Policy 
Statements and recommends and develops policies respecting 
financial reporting, auditing and other related matters. The OCA 
responds to many internal and external enquiries about account- 
ing and auditing matters. During 1990, the OCA assisted other 
OSC branches with major financial reporting issues including an 
interim reporting matter being dealt with by the Enforcement 
Branch. Major financial reporting and audit concerns under OSC 
review generally involve the OCA, and include matters relating to 
continuous disclosure filings, public offerings, going private 
transactions and take-over bids. 


In the area of monitoring, the OCA operates a review program that 
concentrates on a selective review of financial statements and 
Management's Discussion and Analysis of Operations and 
Financial Condition (“MD&A”), which in essence is narrative 
financial disclosure. In December 1990, the OCA released its first 
report on MD&A reviews following the introduction of the MD&A 
requirements in 1989. This report describes the areas of major 
concern where staff expect improvement in the analysis and 
discussion of forward looking information, financial instruments, 
capital expenditures, liquidity and capital resources. The results of 
the review of annual financial statements were published in a 
report issued by the OCA in February 1991. The common areas of 
deficiency in financial reporting noted in the reviews conducted in 
1990 related to modifications to reported income, financial 
instruments, earnings per share and related party transactions. 
Current issues arising from the recessionary and uncertain 
economic climate were also noted to alert issuers and their advisers 
about potential financial reporting problems. The OCA has 


expanded its review program to include reviews of annual | 


information forms and interim reports to effect a more thorough 
review of public company filings. 


10 


Complex applications for relief from accounting and auditing 
requirements are reviewed by the OCA and recommendations are 
made concerning the Commission’s exercise of discretion. Certain 
matters are handled directly by the OCA such as waivers from 
providing Annual Information Forms and MD&A. Pre-filing 
consultation has been an effective process in resolving issues on an 
expedited basis and reporting issuers are encouraged to direct 
questions to the OCA where relief from accounting and auditing 
requirements in unique and complex situations is contemplated. 


The OCA provides input to the accounting and auditing profession 
with respect to financial reporting and auditing matters. A number 
of issues that require immediate attention have been referred by 
the OCA to the emerging issues committee of the CICA. Staff 
review and comment on proposed new accounting and auditing 
standards, policies and projects of the CICA and recommend the 
development of standards and policies by the OSC, the CICA, the 
Canadian Securities Administrators (“CSA”) and various 
international bodies. 


During the fall of 1990, the CSA issued a Notice on Audit Commit- 
tees. The Notice sets out major objectives and responsibilities of 
audit committees and recommends greater involvement by audit 
committees in the financial reporting process, in order to preserve 
the independence of the external auditor and to improve the 
credibility and quality of financial reporting. The Notice recom- 
mends that, in addition to reviewing annual audited financial 
statements, audit committees should review unaudited interim 
financial statements prior to their release to the public. 


The OCA is planning a review of existing continuous disclosure 
requirements to assess their continued relevance and suitability 
given the internationalization of capital markets, the institutionali- 
zation of the investor community and likely future developments 
such as electronic filing. The OCA is also involved in reviewing 
accounting and auditing National Policy Statements as a CSA 
initiative, proposals for which are expected in 1991. One of the 
issues under consideration is the need for management reporting 
on its responsibilities for financial reporting. 


The OCA continues to be involved in the development of new 
capital adequacy standards for the securities industry. A new 
framework for capital adequacy has been formulated and 
empirical testing will commence shortly. It is anticipated that new 
capital rules will be implemented in 1992. In an effort to strengthen 
the OSC’s oversight of financial and sales compliance of registrants 
and the self-regulatory organizations, a new Operating unit, the 
Compliance Section, is expected to be established by the end of 
1991. Ina related area, the OCA has been involved in formalizing 
the relationship between the CSA and the Canadian Investor 


Protection Fund. A formal agreement may be reached in the next 
few months. 


OFFICE OF THE GENERAL COUNSEL 


The responsibilities of the Office of the General Counsel include 
the following: 


acting as the senior legal resource within the OSC in areas 
directly related to the OSC’s mandate; 


e administration of the take-over bid, issuer bid, going private 
transaction, related party transaction and other merger and 
acquisition provisions of the Securities Act, Business Corpora- 
tions Act, 1982 and related Regulations and OSC Policy 
Statements (the “merger and acquisition provisions”); and 


° participation in the initiation, review and preparation of 
legislative, regulatory and policy initiatives. 

Following the assumption of many of the functions of the former 

Office of the Legal Advisor early in 1990, the Office of the General 

Counsel's staff complement was increased to eight staff lawyers, 

three secondment lawyers, an articling student and support staff. 


As the senior legal resource within the OSC, the Office of the 
General Counsel provides legal services to the Executive Director 
and staff, as well as to the Chairman (in his capacity as Chief 
Executive Officer), and co-ordinates professional development 
training for all legal staff. 


In respect of mergers and acquisitions, the Office’s responsibilities 
include reviewing and reporting to the Commission on applica- 
tions made under s.100c of the Securities Act and s.189 of the 
Business Corporations Act, 1982, reviewing and reporting to the 
Executive Director on applications made to the Director under 
s.163 of the Regulation to the Securities Act, OSC Policy Statement 
No. 9.1 and National Policy No. 38, initiating and conducting 
investigations and proceedings relating to alleged breaches of the 
merger and acquisition provisions, and developing and imple- 
menting legislative, regulatory and policy initiatives to respond to 
developments in the merger and acquisition area. 


During the fiscal year ended March 31, 1991, the Office of the 
General Counsel dealt with applications for exemption from, and 
requests for the OSC to take action pursuant to, the merger and 
acquisition provisions in respect of over 175 transactions. Many of 
these reviews resulted in the Commission holding public hearings. 
The Office also continues to be involved in many other lengthy 
investigations. At present, the Office of the General Counsel has 
more than 40 transactions under active review. 


The Office of the General Counsel continues to monitor develop- 
ments in the creation, activation and use of shareholder rights/ 
poison pill plans. The staff position that majority of the minority 
shareholder approval is required in connection with the creation of 
these plans has resulted in many changes to existing and proposed 
plans. The use of any plan will remain subject to all applicable 
requirements of the Securities Act, including the merger and acqui- 
sition provisions. 

A major objective of the Office of the General Counsel in the coming 
fiscal year is to update OSC Policy Statements relating to mergers 
and acquisitions to reflect the current practice of the OSC and to 
address emerging concerns. 


On May 23, 1990, the OSC issued for comment revised OSC Policy 
Statement 9.1 (“Revised Policy 9.1”) relating to disclosure, valua- 
tion and approval procedures for insider bids, issuer bids, going 
private transactions, significant asset transactions and other related 
party transactions. 


Significant features of Revised Policy 9.1 are the requirements for 
valuation and majority of the minority shareholder approval for 
transactions involving significant asset transactions between 
parties which are not dealing at arm’s length. These proposed 
amendments are intended to address concerns in Canada resulting 
from the organization of its corporate community. A small number 
of closely held or controlled companies have an extremely 
important and pervasive influence on Canadian business life. This, 
when combined with the relatively small size of the Canadian 
capital markets, has led to a business structure which features 
widespread inter-relationships and broad networks of companies, 
directors and professional advisers. Given the ownership of 
Canadian companies, there is a significant number of non-arm’s 
length transactions in Canada. 


It is hoped that the disclosure, valuation and approval require- 
ments and the procedural recommendations of Revised Policy 9.1 
will assist issuers, their advisers and independent valuers in 
addressing these difficult situations and responding to them in a 
manner which maintains and enhances the integrity of the capital 
markets. 


Staff are currently reviewing the comments received in response to 
Revised Policy 9.1 and it is anticipated that the final version of the 
Policy Statement will be published later this year. However, the 
concerns Revised Policy 9.1 identifies will continue to be addressed 
by staff pending publication of the final Policy Statement. Many 
issuers, their advisers and independent valuers are making the 
disclosure and adopting the procedures required or recommended 
by Revised Policy 9.1 in respect of related party transactions 
initiated during the comment period. In addition, securities 
administrators in several other provinces of Canada have also 
published Revised Policy 9.1 for comment and efforts will be made 
to establish a National Policy Statement of the CSA for related party 
transactions. 


The Office of the General Counsel is working on other legislative 
and policy initiatives in the merger and acquisition area. OSC 
Policy Statement No. 9.2 will be repealed and OSC Policy State- 
ment No. 9.3 will be renumbered and updated to reflect current 
Commission practice. 


The Office of the General Counsel represents the OSC on the 
Take-over Bid Committee and on the Advertising Committee of 
the CSA. The CSA published for comment on June 8, 1990, 
proposed changes to provincial securities legislation relating to 
take-over bids. These proposals address the adequacy of the 
21-day minimum deposit period for formal take-over and issuer , 
bids, the perceived abuse of the private agreement take-over bid 
exemption, and the appropriateness of reducing the take-over bid 
threshold from 20% to 10% and the early warning disclosure 
threshold from 10% to 5%. It is anticipated that revised proposals 
for changes to the take-over bid provisions will be published for 
comment by 1992. 


In 1989, the CSA published for comment draft National Policy No. 
43 relating to the advertisement of securities. This draft National 
Policy addresses problems which have arisen in connection with 
the advertisement of securities distributions made pursuant to 
various exemptions from the prospectus requirement. Many of 
these problems are the result of perceived abuses of certain exemp- 
tions from the prospectus requirements. Staff are currently review- 
ing these exemptions. It is anticipated that revised proposals on the 
use of exemptions and advertising will be published for comment 
later this year. 


The Office of the General Counsel has also been working with other 
branches of the OSC on a number of projects involving the review 
and revision of existing legislation and policies and with the 
Executive Director in the strategic planning process for the OSC. 


CORPORATE 


The Corporate Finance Branch is responsible 
for regulating the distribution of securities in 
Ontario, whether by way of prospectus or 
private placement, supervising compliance 
with the continuous and other disclosure 
obligations of securities issuers and 
regulating many aspects of the mutual fund 
industry. The Corporate Finance Branch is 
comprised of the Corporate Finance and 
Continuous Disclosure sections. 


CORPORATE FINANCE SECTION 


The Corporate Finance Section has a number 
of functions, including: 


*the review of initial annual information 
forms filed by issuers who wish to qualify 
to use the prompt offering qualification 
system, 


ethe review of prospectuses and issuing 
prospectus receipts, 


*the review of applications for exemption 
from prospectus, financial reporting and 
various other requirements of the Sec- 
urities Act and Regulation and applicable 
policy statements; 


¢ the review of rights offering circulars; 


¢ the review of requests for consent to release 
from or transfer within escrow; and 


*the development of policy statements re- 
lating to the distribution of securities, 
disclosure requirements and the operation 
of mutual funds. 


Statistics regarding the filings accepted by 
the Corporate Finance section during the 
past year are set out in the table to the right: 











FINANCE BRANCH 
FISCAL YEAR ENDED MARCH 31 1991 1990 ' 
No. $(Mil) No. $(Mil) ” 
Prospectuses 
(Incl. Short Form Prospectuses) 
TYPE OF OFFERING 
Film 1 7 4 20 
Bank 10 1,825 14 2,500 
Trust Company 4 475 4 429 
Finance Company 11 615 it 379 
Industrial Company 94 9,344 107 9,739 
Mutual Fund © 194 N/A 213 N/A 
Scholarship Plan 5 N/A 12 N/A 
Non-Redeemable Fund 0 0 2 142 
Natural Resourcee—Mining: Junior 13 24 2 50 
Mining: Other 23 409 10 720 
Oil & Gas: Junior 0 0 2 4 
Oil & Gas: Other 26 497 22 1,056 
Real Estate Project 26 800 28 521 
Derivative Securities 6 270 8 551 
Small Business Development 2 10 2 We 
Corporation 
Miscellaneous 10 98 9 100 
TOTAL 425 $14,374 469 $16,228 
% Change -9 -11 
Rights Offering Circulars 30 N/A 43 N/A 
Initial Annual Information Forms 22 N/A 34 N/A 
Prospectus Amendments 96 N/A 102 N/A 
Transfers Within Escrow and 136 N/A 180 N/A 
Releases from Escrow 
Applications for Exemptions 283 N/A 352 N/A 


———— eee eee 


NOTES: 


1. For fiscal 1991, the categories were revised to provide more meaningful information. The fiscal 


1990 figures have been restated so that they are comparable. 


2 The table does not include prospectuses which were withdrawn or for which the Director refused to 


issue a final receipt. 


3.The number of mutual fund prospectuses accepted does not represent the number of mutual 
funds as in most cases a prospectus qualifies more than one mutual fund. 


4 The dollar figure for prospectus filings represents the maximum aggregate offering price of the 


securities offered and does not represent the actual value of the securities distributed. 
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During the 1991 fiscal year, the level of financing decreased from 
that of the 1990 fiscal year although the complexity of many of the 
financings increased. The value of prospectus financing was down 
11 per cent. Common and preferred equity offerings accounted for 
38 per cent and debt offerings comprised 62 per cent of the value of 
prospectus financings excluding films, mutual funds, scholarship 
plans, real estate projects, and derivative securities. Common 
equity financings continued at a low level throughout the year and 
a relatively small number of issues accounted for a major portion 
of the common equity raised. However, as the year ended, the 
value of common equity offerings began to increase. Of the 425 
prospectuses accepted, 90 were short form prospectuses. Short 
form prospectus offerings accounted for 52 per cent of the value of 
all prospectus common and preferred equity offerings and 97 per 
cent of all prospectus debt offerings. 


During fiscal 1991, there was a significant increase in the marketing 
of derivative securities to the retail investor. Receipts were issued 
for prospectuses offering a variety of warrants including warrants 
whose value was based on the level of the TSE 35 stock index, the 
Canadian dollar, the NIKKEI stock index and the NYSE stock 
index. Prospectuses were filed offering subdivided securities, ice. 
capital shares and equity dividend shares which represent the 
separate investment components of an underlying holding of 
common shares. The spring of 1991 marked the introduction of 
corporate strip bonds to the retail market. In response to the 
emergence of warrant offerings, staff commenced work on a 
National Policy Statement on index and commodity warrants. This 
policy statement is intended to facilitate index and commodity 
warrant offerings by establishing more expeditious review proce- 
dures and codifying the existing disclosure requirements. It is 
expected to be published for comment later this year. As the staff 
and the investment community gain experience with other types 
of prospectus-qualified derivative securities, the policy 
statement will be expanded to cover such securities. 
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During the fall of 1990, staff, on behalf of the Canadian Securities 
Administrators (“CSA”), worked with the mutual fund industry to 
address the concern that the practice of awarding foreign trips to 
salespersons decreased such persons’ objectivity. Staff sought and 
received undertakings from certain members of The Investment 
Funds Institute of Canada and other industry participants 
representing a substantial majority of the industry not to organize 
or pay for any educational seminar, conference or trip unless it was 
held in Canada and appropriate disclosure thereof was made in the 
prospectus for the mutual fund. In addition, the industry 
established a task force to review all existing forms of sales 
compensation to ensure that dealers and salespersons are 
compensated in a manner which is consistent with the interests of 
mutual fund investors. 


Staff developed a CSA notice which, as of November 12, 1990, 
required all money market funds to publish their “current yield”, 
while allowing the continued publication of “effective yield” 
provided it was accompanied by “current yield”. Meanwhile, staff 
continued the development of revised rules governing all forms of 
mutual fund sales communications. The principle thrust of the 
revisions to the existing sales communication rules is to standardize 
the method of calculation of performance information of mutual 
funds and the time periods for which it can be calculated, and to 
provide a regime for the inclusion of comparative performance 
information in mutual fund sales communications. These rules are 
expected to be published for comment in June 1991. 


Effective July 1990, National Policy Statement No. 36 which sets 
out the simplified prospectus system for mutual funds was 
substantially revised to reflect the applicable requirements of 
National Policy Statement No. 39. Staff were instrumental in 
proposing revisions. During the year, staff also reviewed 
proposals to offer asset allocation services (i.e., computer-based 
systems for determining the most advantageous mix of cash, debt 
and equity securities) to mutual fund investors and proposals to 
charge different levels of management fees to investors based upon 
the amount of money invested by such investors in a mutual fund. 
In addition, work continued on the development of a National 
Policy Statement for commodity pools which is intended to replace 
OSC Policy Statement No. 11.4. 


Effective January 1, 1991, changes were made to National Policy 
Statement No. 33 which governs films and other artistic endeav- 
ours which, among other things, made the provisions of this policy 
statement applicable to offerings made under the seed capital and 
government incentive security exemptions. These changes were 
drafted by staff of the Commission des valeurs mobiliéres du 
Québec and staff of the Corporate Finance section reviewed and 
commented upon them on behalf of the OSC. 


® 


During fiscal 1991, staff collaborated with the International 
Markets Branch in the development of the shelf prospectus 
system, the Multijurisdictional Disclosure System, proposed 
revisions to the fee schedule and draft amendments to OSC Policy 
Statement Nos. 5.1 and 5.6. Staff also worked with the Capital 
Markets Branch and the Office of the General Counsel in the 
development of proposals to revise the universal registration 
system and commenced work on complimentary proposals to 
revise the prospectus exemptions. These later proposals are aimed 
at reducing the possibility of issuers effecting, through prospectus 
exemptions, offerings which are more appropriately distributed 
under prospectuses. 


Staff of the Corporate Finance Section continued the Commis- 
sion’s efforts to encourage uniformity or compatibility of securi- 
ties regulatory requirements throughout Canada by chairing the 
CSA’s Corporate Finance and Mutual Fund Committees and 
representing the Commission on the CSA’s Commodity Pool and 
Canadian Securities Filing System Committees. 


CONTINUOUS DISCLOSURE SECTION 


The Continuous Disclosure Section of the Corporate Finance 
Branch receives all continuous disclosure materials, take-over 
and issuer bid circulars, reports required to be filed in connection 
with the use of various exemptions from the prospectus require- 
ments and numerous other required filings. Staff ensure that 
these filings are appropriately reported in the OSC Bulletin and 
made available through the Commission’s public file system. In 
addition, the section is responsible for maintaining the Commis- 
sion’s lists of reporting issuers, defaulting reporting issuers and 
cease-trade orders and for recommending the imposition of cease- 
trade orders against reporting issuers which fail to file their 
financial statements ina timely fashion. During the past year, staff 
monitored the use of prospectus exemptions in order to identify 
those exemptions which could be subject to abuse, and collected 
information which would facilitate appropriate revisions to the 
prospectus exemptions. 


For part of 1990, the staff who were responsible for reviewing 
insider reports were part of the Continuous Disclosure Section. In 
September 1990, staff were transferred to the Enforcement Branch 
and their functions were revised in order to increase the Commis- 
sion’s effectiveness in enforcing compliance with insider report- 
ing requirements. Emphasis is now being placed on the detection 
of violations of insider trading requirements, the maintenance of 
a cumulative record of violations and, where appropriate, the 
initiation of remedial action. 


Selected statistics regarding the activities of the Continuous 
Disclosure Section during the fiscal year ended March 31, 1991, are 
set out ina table to the right: 


to 





TYPE OF DOCUMENT 1991 1990 
(by number except as indicated) 
RECEIVED 
Financial Statements 12,071 11,615 
Material Change Reports 1,441 1,716 
Information Circulars 2,294 2,599 
Prospectus Exempt Financings. 
(by aggregate offering price in $(Mil)) 
Debt $4,562 $5,498 
% change ~\7 
Equity $4,790 $8,775 
% change -45 
ISSUED OR RECOMMENDED 
Certificates of “no default” 420 300 
Cease-trade orders 145 147 
NOTE: 


1. Private placements by Ontario issuers and to Ontario residents by non- 


Ontario issuers as disclosed in Form 20s. 


As of March 31, 1991, there were 3,509 reporting issuers which 
represented an increase of 3 per cent from March 31, 1990. 





CoACP I T ALL 


The Capital Markets Branch is responsible for the regulation of 
capital market participants, which includes overseeing the 
activities of self-regulatory organizations such as The Toronto 
Stock Exchange (“TSE”), The Toronto Futures Exchange (“TFE”) 
and the Investment Dealers Association of Canada (“IDA”). The 
branch is also responsible for monitoring and responding to 
developments in the capital markets, which this year included the 
emergence of new screen trading systems and derivative products. 
The Capital Markets Branch consists of three sections: the Legal 
and Policy Section, the Registration Section and the Commodity 
Futures Section. 


LEGAL AND POLICY SECTION 


The Legal and Policy Section has a number of functions, including: 


*the consideration and resolution of issues arising out of the 
universal registration system; 


* the supervision of the TSE and the Ontario District of the IDA, 
whichincludes the review of changes to their by-laws, regulations, 
and other rules; 


* the review of applications for exemptions from registration or 
related requirements; 


* the review of acquisitions of registrants; 


* the review of applications for exemptions relating to conflicts of 
interest; 


*the review of networking proposals between registrants and 
financial institutions; 


*the review of financial industry trends and developments, 


identifying those requiring a regulatory response and develop- 
ing related policies; and 


* the provision of legal support to the Registration Section. 


The Legal and Policy Section is involved in long and short term 
policy projects which have relevance to the capital markets gener- 
ally. These policy projects range from responding to federal and 
other government and industry proposals to addressing conflict 
issues arising from dual licensing or part-time employment. 


In 1990, the OSC released for comment two draft Section 73 blanket 
rulings relating to the exemption from registration of certain 
advisers and dealers. In conjunction with this policy initiative, the 
Legal and Policy and Registration Sections are reviewing current 
forms for registration applicants and will recommend revisions to 
streamline the registration process. 


The Legal and Policy Section has played and will continue to play 
a role in the resolution of issues arising out of the transfer of 
COATS to the Canadian Dealing Network Inc., a subsidiary of the 
TSE. 


MARKETS 


BRANCH 


Recognizing the importance of clearing and settlement systems in 
our market, the Legal and Policy Section has continued to work 
with other provincial securities regulators and the Office of the 
Superintendent of Financial Institutions in developing and imple- 
menting a better regulatory system for Canadian Depository for 
Securities Limited. 


The Legal and Policy Section plays a role in the regulation of the 
cross-border activities of investment dealers. The section has 
worked with the International Markets Branch in dealing with the 
Securities and Exchange Commission on issues relating to 
recognizing the foreign regulation of dealers and the 
Multijurisdictional Disclosure System. The section also has been 
working with the IDA, U.S. dealers, the Inter-Dealer Bond Brokers 
Association of Canada and the federal government to resolve a 
number of issues arising out of the use by off-shore dealers of 
computerized bond trading systems to trade Canadian government 
bonds. 


REGISTRATION SECTION 


The section administers a registration system which is intended to 
ensure that all registrants under the Securities Act and the 
Commodity Futures Act meet appropriate standards of integrity, 
competence and financial soundness, and that all applications for 
registration (and renewals of or amendments to an existing 
registration) are dealt with fairly and consistently. 


A new renewal system was implemented on October 1, 1990, 
which provides a 60-day notice to dealers and advisers of their 
upcoming renewal date and filing requirements. By October 1991, 
registrants will also be provided with an itemized invoice for fees 
payable for amendments processed during the year and renewals 
on their anniversary dates. Both of these measures are expected to 
substantially improve and clarify the annual renewal process for 
industry participants. 


Improved processing time for registration applications has been 
identified as a high priority for the section. Additional staff 
resources were provided to the Registration Section in the areas of 
corporate and salesperson registrations and computer support. A 
system of assigning certain staff to deal with applications of a 
group of registrants was tailored to improve co-ordination and 
service for registrants. In addition, through the introduction of 
answering machines and voice messaging, staff have been able to 
achieve a better balance between the handling of public and 
registrant inquiries and application processing functions. 
Additional measures are currently being examined to further 
improve the process. 


In keeping with the OSC’s overall strategic goal to automate 
processes where applicable, steps have been taken to provide 
Registration staff with direct on-line access to real estate agent and 
broker licensing data at the Ministry of Consumer & Commercial 


Relations. It is hoped that further computer links to other regula- 
tory licensing bodies such as the Ontario Insurance Commission 
and the Mortgage Brokers’ Section will follow. Plans are also 
under way to substantially increase the number of computer 
terminals available to staff to speed up the application inquiry and 
review processes. 


REGISTRATION SECTION STATISTICS 
(FISCAL YEAR ENDED MARCH 31, 1991) 











BUSINESSES 

Dealers — All categories 602 
Advisers — All categories ei 
Dealer and adviser — Dual registration Si 
Others — includes exempt purchasers, 163 
commodity floor traders and competitive 

options traders 

TOTAL 959 
Securities Act — SA 869 
Commodity Futures Act — CFA 64 
Both SA and CFA 26 
Branch offices 3,179 
Sub-branch offices 284 
INDIVIDUALS 

Salespersons 14,163 
Officers and directors 4,665 
Shareholders 5,269 
TOTAL 24,097 
APPLICATIONS IN PROCESS (AT MARCH 31, 1991) 

New businesses 104 
Salespersons 1,205 
Officers and directors 515 
Amendments 402 
TOTAL 2,226 
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COMMODITY FUTURES SECTION 


The Commodity Futures Section of the branch administers the 
Commodity Futures Act and Regulations and the Recognized 
Options Rationalization Order made pursuant to the Securities Act. 
The section develops policy and provides regulatory supervision 
for trading in commodity futures contracts, commodity futures 
options, options, precious metal certificates and certain other de- 
rivative instruments traded by residents of Ontario. The section 
also acts as a resource to other branches of the Commission when 
matters arise where its expertise may be required. 


The section assists the Corporate Finance Branch in the review and 
regulation of new derivative securities issued by way of prospec- 
tus, such as commodity and index warrants, and assists in the 
administration of OSC Policy Statement No. 11.4, which addresses 
commodity pool programs. 


The section also reviews all new by-laws and amendments to 
existing by-laws which are submitted to the Commission for non- 
disapproval by The Toronto Futures Exchange (“TFE”). Where its 
input is required, the section also reviews by-law initiatives of the 
TSE, IDA and Trans Canada Options Inc. (“TCO”). 


The Commodity Futures Act requires the registration of certain 
participants in the commodity futures markets. For the period 
ending March 31, 1991, 22 firms held registration as Futures Com- 
mission Merchants (“FCMs”) and 10 firms held registration as 
Advisers. 


Significant activities and initiatives for the year included: develop- 
ing a comprehensive set of amendments to the Commodity 
Futures Act and Regulations; working closely with the TFE in 
obtaining Commission non-disapproval of a TFE by-law aimed at 
protecting client funds on deposit with foreign FCMs; working 
closely with TCO in obtaining Commission non-disapproval of a 
new TCO margining system for futures and options; and working 
with the Corporate Finance Branch on a draft National Policy 
Statement respecting derivative securities, a draft National Policy 
Statement respecting commodity pools and a draft regulatory 
regime for over-the-counter derivatives. 


In recognition of the emergence of many new derivative products 
and to ensure that these products are reviewed and regulated in a 
timely and effective fashion, the Commodity Futures Section is 
currently being reorganized. The new name of the section will be 
the Derivatives Section. 


In the coming year, the section will work towards finalizing the 
legislative and policy initiatives currently under way. In addition, 
the section will develop draft regulatory guidelines respecting 
foreign-based screen trading systems for derivatives, will conclude 
additional information sharing agreements with foreign regulators 
of derivatives and will conduct a series of seminars for OSC staff on 
derivatives. 





ENFORCEMENT 


The Enforcement Branch, the largest branch in the Commission, 1s 
responsible for a wide range of activities, including the conduct of 
investigations, enforcement proceedings before the Commission 
and the Ontario Court of Justice, market surveillance, and the 
monitoring of reporting requirements. 


The branch comprises three sections. The Inquiries Section 
handles public inquiries relating to enforcement matters. The 
Market Surveillance - Insider Trading Section monitors the trading 
of securities and compiles insider trading data reported to the OSC. 
This section was responsible for the operation of COATS prior to 
its transfer to the Canadian Dealing Network Inc., a subsidiary of 
the TSE, on March 1, 1991. The Investigation Section, which is the 
largest, is staffed by investigators, accountants and lawyers. This 
section conducts investigations and enforcement proceedings, 
including administrative hearings before the Commission and 
prosecutions before the Courts. 


INVESTIGATION SECTION 


During the fiscal year ended March 31, 1991, 87 investigations were 
opened. A description of the types of investigation and some of the 
hearings and prosecutions conducted during the year 
follows: 


Unlawful Trading in Securities and Failure to Register 


The largest number of investigations concern possible unlawful 
trading in securities. Subject to certain exemptions, the Securities 
Act prohibits persons from selling securities or soliciting in 
connection therewith unless those persons are registered with the 
Commission. The Act also prohibits the sale of securities, subject 
to certain exemptions, unless a prospectus has been filed with the 
Commission. Many investigations are directed to the enforcement 
of these provisions. 
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B RAN CH 


In September 1990, Chering Services Inc. was convicted of selling 
securities without registration and without having filed a prospec- 
tus. The charges arose from distribution of royalty interests in a 
product, known as “Yellar Gold”, described as separating oil from 
tar sands. Hugh Betts, a director of Chering, was convicted of 
permitting the offences. He was sentenced to two concurrent six 
month terms of imprisonment and fined $50,000. 


On September 12, 1990, the Commission, pursuant to Section 124 
of the Securities Act, removed Lewis Taylor’s trading privileges 
(except for his personal account) for a period of ten years and 
ordered that he not engage in any acts, advertisements, solicitation 
or other conduct directly or indirectly in furtherance of any sale or 
disposition of securities to the public. The Commission found that 
Lewis Taylor had touted the shares of Crownbridge Industries Inc. 
and Consolidated Grandview Inc. to residents of the United States 
through a tout sheet titled the “Blue Chip Market Adviser” and 
over the telephone. This was the first decision of the Commission 
defining “touting” in the securities market. 


On January 14, 1991, the Commission removed the trading privi- 
leges of Irwin Krakowsky, Michael Stenyk and Everett Fagg for a 
period of ten years because of their involvement in the affairs of 
Telescan Industries Inc. False financial statements and a false 
engineer’s report had been filed with the Commission and 
Telescan’s transfer agent. In addition, over 30 million common 
shares had been issued illegally from the treasury of Telescan. 
Fagg, a chartered accountant, had signed unqualified audit 
opinions on Telescan’s financial statements notwithstanding that 
the audits had not been conducted in accordance with generally 
accepted auditing standards. 


The Act also requires, subject to limited exemptions, that a person 
be registered with the Commission if he holds himself out as 
engaging in the business of advising others as to the buying or 
selling of securities. A prosecution was commenced and the trial 
of two individuals who allegedly gave advice without being 
registered as advisers is in progress. 


Insider Trading 


A significant number of investigations relate to possible violations 
of the law regarding insider trading and tipping. The Securities 
Act prohibits the purchase or sale of securities by insiders or other 
personsina special relationship with the issuer (including “tippees” 
who have received such information) who have knowledge of a 
material fact or material change that has not been generally 
disclosed. 


A joint hearing was held in June 1990, by the Ontario and 
Manitoba Securities Commissions regarding alleged insider 
trading in the shares of Plastic Engine Technology Corporation 
(“Petco”). A settlement agreement with James Richardson and 
Grandsons Energy Corporation was reached whereby their 
trading privileges (with certain limited exceptions) were removed 
for three years, and Richardson paid $500,000 to the Commission 
including $300,000 to establish a fund to compensate persons 
who purchased Petco shares from Grandsons Energy Corpora- 
tion for their losses. 


In February 1991, an employee of Maple Leaf Gardens Ltd. 
(“Maple Leaf Gardens”) was convicted of insider trading and 
fined. The employee had purchased shares before a press release 
announcing the decision to declare a special dividend was issued. 
A Notice of Hearing also was issued against both the employee 
and Maple Leaf Gardens in relation to the same occurrence. The 
hearing resulted in a removal of the employee's trading privileges 
for 90 days and an order requiring Maple Leaf Gardens to adopt 
appropriate procedures concerning access to and disclosure of 
confidential information, to undergo a review of those proce- 
dures, and to pay $15,000 towards the OSC’s costs. 


Ue, 


Conduct by Registrants 


As noted above, the Securities Act, subject to limited exemptions, 
requires that persons trading in securities be registered with the 
OSC. A number of the Enforcement Section’s investigations 
concern the conduct and suitability of registrants under the Act. 


One such investigation led to a Notice of Hearing into the conduct 
of Frederick Elliot Rosen, formerly asalesman with Nesbitt Thomson 
Deacon Inc. (“Nesbitt”), and into the adequacy of the supervision 
of Rosen by that brokerage firm. Nesbitt entered into a settlement 
agreement with the OSC whereby it agreed to settle the civil claims, 
acknowledge the results of an independent review by the TSE 
(“TSE”) of its supervisory procedures and agreed to pay $20,000 
towards the OSC’s costs. From October 1990 to February 1991, the 
Commission held a hearing following which it rejected allegations 
of churning and unauthorized trading in client accounts, but found 
that Rosen acted improperly by failing to advise his clients against 
continuing to pursue trading strategies once it was clear that they 
were improvident. On April 2, 1991, the Commission ordered that 
Rosen’s registration be suspended for a period of three months, to 
be followed by a period of close supervision for nine months. 


In December 1988, 263 charges were laid against Osler Inc. and five 
individuals. In July 1990, Stephen Wilkinson, the former vice- 
president of finance, pleaded guilty to all of the charges 
outstanding against him. A preliminary application by one of the 
remaining defendants asserted that the OSC cannot prosecute 
those charges. 


In December 1989, Commission proceedings were commenced 
against 24 individuals, including 16 former officers, directors and 
employees of Osler Inc. Fourteen of those cases have now been 
settled with the individuals agreeing to suspensions of registration 
and removal of trading privileges for periods ranging from 75 days 
to six years. The hearing regarding the remaining individuals is 
ongoing. 





On December 4, 1990, the Commission suspended the registration 
of Durham Securities Corporation Limited, a securities dealer, and 
David Foster and Alex Pancer, two of its officers and directors, 
until they provide to the Director satisfactory assurances and 
undertakings in writing addressing all of the problems in their 
business practices and supervisory and compliance procedures 
which were identified during a lengthy hearing before the Com- 
mission in October 1990. The Commission also suspended the 
registration of Jack Kronis, a salesman employed by Durham 
for one year. The Commission determined that the respondents 
committed numerous breaches of the Act and regulations, that 
they “loaded up” unsuitable investors with large quantities of 
stock which they were unable to dispose of later, that the 
investors were not advised of the true amount of commission 
which they were paying on the purchase of the stock, and that 
investors were misled as to the true nature of their investment. 


On February 28, 1991, the registration of Lorne Banks as a securities 
salesman was revoked. Lorne Banks had made numerous 
misrepresentations concerning shares of Permanent Acceptance 
Corporation Ltd. when persuading over 290 members of the public 
to purchase shares. 


On February 28, 1991, the Commission suspended the registration 
of Paul Gordon as a securities salesman for one year, and imposed 
terms of strict supervision upon reinstatement. Gordon had made 
muisrepresentations concerning shares of Permanent Acceptance 
Corporation Ltd. when selling them to over 100 members of the 
public. Gordon disgorged his sales commissions for the benefit of 
investors. 


Enforcement Reviews of Self-Regulatory Organizations 


By agreement, the Ontario Securities Commission delegates 
certain enforcement powers to the TSE and the Investment Dealers 
Association (“IDA”), authorizing them to conduct investigations 
and proceedings with respect to most complaints concerning their 
members. A year ago staff of the Commission conducted an on-site 
review of the enforcement branch of the IDA and made certain 
recommendations for the improvement of their investigation and 
decision-making procedures. A follow-up review is currently 
taking place. 


20 


Insider Reporting 


The Securities Act requires insiders of reporting issuers to file 
reports with the OSC regarding any change in their ownership of 
securities of the issuer within 10 days following the end of the 
month in which the change takes place. In early 1990, the OSC 
reviewed its supervision of such reporting. As a result of the 
review, the Insider Reporting Section was moved to the Enforce- 
ment Branch and the Commission gave notice to the public 
reminding insiders of their obligation to file reports in a complete 
and timely manner. Failure to so file could lead to charges being 
laid which carry maximum penalties of a $1,000,000 fine and/or 
two years imprisonment. 


In January 1991, Charles O. Finley was convicted by the Ontario 
Court of Justice of failing to file insider reports and fined $25,000. 
Mr. Finley has appealed this conviction. 


Take-Over Bids and Issuer Bids 


The Investigation Section has also conducted a number of investi- 
gations respecting possible violations of the take-over and issuer 
bid rules under the Act. 


On December 12, 1990, the Commission, pursuant to Section 124 of 
the Securities Act, removed the trading privileges of Larry Skolnik 
for a period of seven years. In late 1987, Skolnik had acquired 34% 
of the outstanding shares of QZZ Inc. for approximately $20,000. 
He then sold, through the over-the-counter market, one-third of 
the shares he had acquired for $150,000. By these transactions, 
Skolnik violated the early warning take-over bid provisions of 
Section 100 of the Securities Act and the insider trading provisions 
of Section 75 of the Securities Act. In addition, Skolnik’s insider 
reports did not disclose all of his trades, in violation of Section 
102 of the Securities Act. 


Significant Legal Decisions 


On January 15, 1991, the Ontario Court of Appeal released its 
judgment in an appeal brought by the Commission from a deci- 
sion of the Divisional Court concerning the Commission’s refusal 
to disclose Section 11 transcripts of third parties to the respond- 
ents prior to the commencement of a hearing against the re- 
spondents Michael Biscotti, Francesco Costantiniand David Orton. 
The Court of Appeal held that it was wrong for the Commission 
to have made a blanket ruling concerning the disclosure of tran- 
scripts prior to any witnesses being called at the hearing, and 
directed the Commission to consider whether to exercise its 
discretion to consent to the production of the statements for the 
purpose of cross-examination on a witness-by-witness basis. The 
Court recognized that the need to keep the transcripts confidential 
does not diminish when the investigation has been completed. 
Biscotti and Costantini are seeking leave to appeal this decision to 
the Supreme Court of Canada. 


On February 26, 1991, the Ontario Court of Appeal released its 
decision in O.S.C. v. Bennett et al. The issue on appeal was the 
ability of the Commission to obtain an order from the Ontario 
Court of Justice permitting it to obtain evidence from witnesses 
outside Ontario for use at a Commission hearing against Russell 
James Bennett, William Richards Bennett, Harbanese Singh Doman 
and Bennett Equities Ltd. The Ontario Court of Appeal held that 
in the absence of any statutory provision empowering the 
Commission to issue summonses outside Ontario, or to apply to 
the Court for a commission to obtain evidence from a witness 
outside Ontario, the Court's inherent jurisdiction does not extend 
to granting such assistance to an Ontario administrative tribunal. 
As a result of that decision, the Commission terminated its 
proceedings against the respondents and will seek to have the 
Securities Act amended to permit it to obtain evidence from out of 
province witnesses at Commission hearings. 


On February 22, 1991, the Commission ruled that proceedings 
against a lawyer, Andrew Tulk, pursuant to Section 124 of the 
Securities Act may proceed. The Commission rejected arguments 
that the Law Society of Upper Canada has exclusive jurisdiction 
over lawyers in Ontario. 


21 


Proposed Amendments to the Enforcement Provisions 
in the Act 


In February 1990, the Commission published for comment staff 
proposals to expand the Commission’s enforcement powers. Since 
the end of the comment period in mid-May, staff have been 
engaged in a review of all comments received, and have partici- 
pated in meetings with groups such as the Institute of Chartered 
Accountants of Ontario, Law Society of Upper Canada, Securities 
Advisory Committee, and Financial Disclosure Advisory Board to 
gain a better understanding of their concerns. The Commission 
also received oral submissions from the Institute and the Law 
Society on certain key provisions in October. Draft legislation was 
released by the Commission for public comment on April 26, 1991. 


MARKET SURVEILLANCE - INSIDER 
TRADING SECTION 


For the year ended March 31, 1991, surveillance detected 32 in- 
stances of unusual patterns in the trading of reporting issuers of 
which eight required further investigation. Twelve investigations 
in 1990 resulted from the detection of 39 unusual trading patterns. 


Insiders of reporting issuers filed a total of 23,400 reports with the 
OSC during the 1990/1991 fiscal year. This compares with 32,418 
insider reports in the previous year. 


INQUIRIES SECTION 


The objective of the section is to offer better service to the public on 
an on-going basis by assessing and monitoring all enforcement- 
related complaints and inquiries. In this manner, critical matters 
are identified and acted upon on a priority basis. 


Since its creation in August 1988, the section has been successful in 
meeting this objective. A total of 976 complaints were lodged 
during the 1990 calendar year compared to a total of 735 complaints 
lodged in 1989. The section continues to handle a large volume of 
telephone inquiries and complaints on a daily basis. 


In addition, during the fiscal year ended March 31, 1991, a total of 
107 complaints were referred to self-regulatory organizations — 66 
to the TSE and 41 to the IDA. This compares to a total of 78 
complaints referred during the prior fiscal year. 





INTERNATIONAL MARKETS BRANCH 


The International Markets Branch is responsible for developing 
policy on international securities matters. Related functions of the 
branch include developing certain domestic policies, responding 
on behalf of Ontario participants to the policy initiatives of other 
jurisdictions and participating in projects of IOSCO and other 
international organizations. The branch also participates in the 
review of prospectuses, rights offering circulars and applications 
made by foreign issuers. 


In November 1990, the Canadian Securities Administrators 
reproposed the Multijurisdictional Disclosure System (“MJDS”) 
between the provinces and territories of Canada and the United 
States. Under the new proposals, securities regulators in the home 
jurisdiction would be responsible for setting the disclosure stand- 
ards for, and carrying out regulatory review of, cross-border 
securities transactions involving, and continuous reporting filings 
of, certain Canadian and U.S. issuers. The branch is working with 
the Securities and Exchange Commission of the United States 
(“SEC”), the CSA and the North American Securities Administra- 
tors Association to finalize the MJDS. 


The branch worked with the Corporate Finance Branch and the 
Office of the Chief Accountant to propose amendments to OSC 
Policies 5.1 and 5.6 to provide for offerings of non-convertible 
investment grade debt securities and preferred shares at non-fixed 
prices, additional filing requirements for prospectuses of certain 
non-Canadian issuers and clarification of financial information 
disclosure requirements for certain information circulars and pro- 
spectus offerings. The proposed amendments were published for 
comment in December 1990 and will be implemented during 1991. 


The branch worked with the Office of the General Counsel to 
propose amendments to OSC Policy 9.3 to clarify the Commis- 
sion’s view of short and hedged tendering. The proposed amend- 
ments were published for comment in January 1991. 
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The branch worked with the Capital Markets Branch to transfer 
operating authority over, and responsibility for, market regulation 
of COATS to Canadian Dealing Network Inc., a subsidiary of The 
Toronto Stock Exchange. 


The branch was involved in several other domestic initiatives, 
including the development of proposals for revised fee schedules 
under the Securities Act and the Commodity Futures Act and, in 
conjunction with the Corporate Finance Branch and the CSA, the 
finalization of rules for shelf prospectus offerings and for pricing 
offerings after the related prospectus is receipted. 


The branch continues to correspond with SEC staff regarding the 
SEC proposal for the recognition of foreign broker-dealers and has 
provided SEC staff with detailed recommendations concerning 
the scope, mechanics and implementation of this proposal. The 
branch has also continued to respond to the SEC’s proposal for 
amendments to the U.S. Investment Company Act of 1940. 


The branch continues to work ona national policy to provide relief 
from certain continuous disclosure obligations to foreign issuers 
who are subject to different requirements in their home jurisdic- 
tions. 


Pamela Hughes, Director of the branch, is the OSC’s representative 


on the international disclosure standards working group of 
IOSCO. 


Members of the branch participate in the Group of Thirty Working 
Committee on clearance and settlement systems in the world’s 
securities markets and in a working group which advises the 
federal government on the Uruguay Round of the GATT talks and 
other international trade matters. Members of the branch also work 
with the Ministry of Financial Institutions in coordinating On- 
tario’s response on international trade issues. 


ADMINISTRATIVE AND SYSTEMS SERVICES BRANCH 


The Administrative and Systems Services Branch is responsible 
for providing support services to the OSC. Services which are 
provided by the branch include information technology, human 
resources, purchasing, office accommodation, finances and 
mailing. 

During the year, the Systems Services Section and a group of 
consultants undertook a review of the Information Technology 
Plan. The OSC will be requesting Management Board approval of 
the restructuring of the IT Plan and the necessary funding to 
implement Stage II of the restructured Plan. The section has also 
maintained and expanded its in-house computer system to 
service 134 users. 


The Records Section continued to facilitate access to public records 
and to implement file control mechanisms. Plans are under way 
to automate file records and search procedures. 


The Human Resources Section is responsible for OSC staffing, 
classification, training, staff relations, and human resources plan- 
ning. During the year, the section implemented several important 


EXPENDITURES (NOTE 1) 
FISCAL YEAR ENDED MARCH 31 1991 1990 1989 
Salaries and Wages $ 9,785,500 $ 7,480,500 $ 6,440,672 
Employee Benefits 1,516,900 1,034,500 837,068 
Transportation and Communications 567,600 471,000 357,264 
Services 3,863,000 3,568,700 2,111,880 
Supplies and Equipment 850,000 979,500 1,925,048 
TOTAL (NOTE 2) $ 16,583,000 $ 13,534,200 $ 11,671,932 
Total 
uf NOTES: 
be 1. Total expenditures do not 
14 reflect lease costs and other 
13 support services provided 
12 by the Government of 
1 Ontario. 
2 10 2. Expenditure increases 
= 9 primarily resulted from: 
e : — filling staff vacancies 
6 — increased activities 
5 regarding investigations 
4 — upgrade of telephone 
3 system (to be 
2 completed next year) 
1 
0 
1991 1989 
Co i Ra a 
Salaries Benefits Transportation Services Supplies 
and and and 
Wages Communication Equipment 





initiatives including a performance appraisal system, and 
Strategies for Renewal (a Government of Ontario human resources 
planning program). 


During the year, the section converted a number of contract and 
temporary positions to permanent staff positions and augmented 
its management team. 


The Purchasing and Accommodation Section purchased an im- 
proved telephone system and conducted training sessions for OSC 
staff. The section also purchased a new sound system for the 
Hearing Room. 


The Office Services Section handled 3,500 pieces of mail per day, 
and processed fees and other revenue receipts in excess of $16 
million. Increased efficiency resulted from the implementation of 
the first part of a computerized logging system. 


The Financial Administration Section managed approximately 70 
contracts and processed more than 5,500 invoices. Total expendi- 
tures surpassed $16.5 million while total revenues exceeded $16.4 
million for the fiscal year. 





($ in Millions) 


REVENUES T0 THE PROVINCE GENERATED BY OSC SERVICES (NOTE 3) 


FISCAL YEAR ENDED MARCH 31 1991 1990 
Registration — Businesses and Individuals $ 8,469,655 $ 7,973,420 
Corporate Finance — Prospectus Filings 5,682,220 5,964,217 
Rulings/Settlements 487,520 297,624 
Disclosure — Filings, fees, etc. 1,780,630 2,657,982 
Miscellaneous 41,400 1,283 
TOTAL (NOTE 2) $ 16,461,425 $ 16,894,526 
Total 
17 
16 
15 
14 
13 
12 
11 
10 
9 
8 
7 
6 
5 
4 
3 
2 
1 
ft) 
1991 1990 
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Registration Corporate Rulings 
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1989 


$ 6,906,568 
3,902,837 
425,713 
2,174,754 
9,797 


$ 13,415,669 


NOTES: 


2. Expenditure increases 
primarily resulted from: 


— filling staff vacancies 

— increased activities 
regarding investigations 

— upgrade of telephone 
system (to be 
completed next year) 


3. All revenues are remitted to 
the Consolidated Revenue 
Fund of the Province of 
Ontario and are not retained 
by or credited back to the 
OSC. 


1989 


Disclosure 


ADVISORY BOARDS AND COMMITTEES 


The Commodity Futures Advisory Board (CFAB) 


The CFAB consults with and advises the Commission with respect 
to commodity futures contracts, commodity futures options and 
other derivative instruments. Members are appointed by 
Order-in-Council. 


Kenneth B. Foxcroft Senior Vice-President — Treasury 

CFAB Chairman Treasury & Investment Banking Division 
The Toronto-Dominion Bank 

David C. Holmes Director & Senior Vice-President 

ScotiaMcLeod Inc. 

John E. Hore Vice-President and Director of Futures 

The Canadian Securities Institute 


Vice-President 
Refco Futures (Canada) Ltd. 


James G. Laishley 


Howard M. McLean Executive Director 


The Center for Currency Options 


The Financial Disclosure Advisory Board (FDAB) 


The FDAB consults with and advises the Commission and staff on 
financial disclosure matters. Members are appointed by Order-in- 
Counciland have traditionally comprised three publicaccountants, 
a financial analyst and a representative from industry. 


Partner and Vice-Chairman 
Professional Standards and 
Quality Assurance 

Peat Marwick Thorne, Toronto 


David L. Knight, FCA 
FDAB Chairman 


Vice-President and Director 
First Marathon Securities Ltd. 


James C. Doak 


Partner 
Arthur Andersen, Ottawa 


William R. Sloan, FCA 


Derek W. Williams, CA Partner in Charge 


Coopers & Lybrand, Mississauga 


Executive Vice-President and 
Chief Financial Officer 
Bank of Montreal 


Keith O. Dorricott, FCA 
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Securities Advisory Committee (SAC) 


The SAC was established in 1985, pursuant to OSC Policy State- 
ment No. 1.7, to provide legal advice to the Commission and staff. 
At the request of the Commission, the Committee will review and 
comment on proposed amendments to the Securities Act and 
Regulations, on Policy Statements and other matters. It also 
reports to the Commission annually respecting issues the 
Committee considers should be addressed by the Commission. 


The Committee consists of the following Ontario securities law 
practitioners appointed by the Commission: 


William M. Ainley 
SAC Chairman 


Davies,Ward & Beck 


William J. Braithwaite Stikeman, Elliott 


Jean M. Fraser Blake, Cassels & Graydon 
John S. Grant, Jr. Gowling, Strathy & Henderson 
Martin E. Kovnats Goodman & Carr 
Jonathan D. Lampe Goodman & Goodman 


Karen A. Malatest Tory, Tory, DesLauriers & 


Binnington 
John W. Sabine Fasken Campbell Godfrey 
Francis R. Allen’ Osler Hoskin & Harcourt 


Note: 
" Francis R. Allen serves ex officio as the past general counsel of 
the Commission. 


POLICIES, BLANKET RULINGS, REASONS, 
NOTICES OF HEARING AND REQUESTS FOR 
COMMENT PUBLISHED BY THE COMMISSION 


(FISCAL YEAR ENDED MARCH 31, 1991) 


POLICIES 


Draft Revisions to OSC Policy Statement No. 9.1 


Disclosure, Valuation and Approval for Insider Bids, Issuer 
Bids, Going Private Transactions, Significant Asset Transactions 
and Other Related Party Transactions. ............2++++0+5: 


National Policy Statement No. 36 


Mutual Funds - Simplified Prospectus Disclosure System 
VATMONGGG) bom samorstocee darsche eee cane nse ee (1990), 13 OSCB 2403 


National Policy Statement No. 31 
Change of Auditor of A Reporting Issuer................++5 


RTPI Soba an tia tecate fb chs aa enn (1990), 13 OSCB 2747 
National Policy Statement No. 33 
Financing of Film Production........... (1990), 13 OSCB 5355 


Amendments to OSC Policy Statement No. 3.1 
Recognition by the Commission of Stock Exchanges......... 
eV OR RH PRR RMI a Sey AAMC roe (1991), 14 OSCB 897 
Amendments to OSC Policy Statement No. 5.2 
Junior Natural Resource Issuers........... (1991), 14 OSCB 899 


BLANKET RULINGS 


Universal Registration Extension of Date for Registration 
of Financial Intermediaries and Application of Prospectus 
Requirements to Certain Corporate Sponsored Plans 


Blanket Ruling dated June 28, 1990 


Self-Directed Registered Education Savings Plan 
Blanket Ruling dated October 22, 1990 


Universal Registration Extension of Date for Registration 
of Financial Intermediaries and Application of Prospectus 
Requirements to Mutual Fund Securities Sold to Corporate 
Sponsored Plans 


Blanket Ruling dated December 21, 1990 
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REASONS 


Venard Joseph Gaudet, Patrick Anthony Chesnutt and Kevin 
Robert Cooke 


s. 26 and 124 dated April 10,1990...... (1990), 13 OSCB 1405 


Mithras Management Ltd. et al. 
s.26, 123 and 124 dated April 24, 1990...... (1990), 13 OSCB 1601 


American Diversified Realty Fund et al. 
s.26, 123 and 124 dated April 17, 1990...... (1990), 13 OSCB 1585 


Instinet Canada Limited and A Report by the Rule 
Review Committee of The Toronto Stock Exchange on the 
Operation of the Auction Market 


ss/22(2) dated May 1, 1990 3). -rrage..-s.tsite (1990), 13 OSCB 1705 
ss. 22(2) dated May 24, 1990 nen srs (1990), 13 OSCB 2179 


Michael Joseph Biscotti, Francesco Antonio Costantini 
and David Orton 


S.26.and 124 dated April25, 1990 Seee.ee (1990), 13 OSCB 1697 


Gordon Capital Corporation and David Bond 
s..26 dated! May24; 1090) sacs mec nee (1990), 13 OSCB 2035 


The Enfield Corporation Limited, Schneider Canada Inc. 
and Federal Pioneer Limited 


s. 100c(2)(c) dated August 1,1990.......... (1990), 13 OSCB 3364 


Noverco Inc., 2425 - 4526 Quebec Inc., The Canam Manac 
Group Inc., La Caisse De Depot Et Placement Du Quebec 
and Societe Quebecoise D’Initiatives Petrolieres 


S. 100e(2)(a) and (c) dated July 24,1990. 772.) sane 


H.E.R.O. Industries Ltd., Middlefield Capital Fund, 
Middlefield Financial Ltd. and New Frontiers Develop- 
ment Trust plc and Garth Jestley, Charles Hobbs and 
Murray Brasseur 


s. 123 and 124 dated September 11, 1990 


je) Lei lel vel wi iut/efte, (4) (el wks m/s) siis Satie ce 


Gregory McGroarty, Gordon Cooper, Robert LePage, 
Eugene McBurney, Gerald Baxter and Lewis Taylor 


s. 124 dated September 11, 1990.......... (1990), 13 OSCB 3887 


¢ Aatra Resources Ltd., Durham Securities Corporation 
Limited, David J. Foster, Alex Pancer and Jack Kronis 


So and 125 Gated December4. 1990)... csi sisga.aades- 


* George Albino 
124 datedjanuary.29) 199M anscscs.s (1991), 14 OSCB 365 


¢ American Diversified Realty Fund et al. 
s. 123 and 124 dated February 5,1991....... (1991), 14OSCB 551 


¢ Osler Inc. and Venard Joseph Gaudet 


Preliminary motions dated February 21,1991............... 
Be re ite Ur t icr as s Wages sip (1991), 14 OSCB 980 


¢ Frederick Elliot Rosen 
s. 26 and 124 dated March 12,1991........ (1991), 14 OSCB 1091 


¢ Bruce Orsini, Andrew Tulk, Lorne Banks andPaul 
Gordon 


s.26and 124 dated February 28,1991....... (1991), 14OSCB 1281 


NOTICES OF HEARING 
e Frederick Elliot Rosen 


* Muscocho Explorations Ltd., McNellen Resources, Inc., 
Flanagan McAdam Resources Inc. and Echo Bay Mines 
Ltd. 


cl. 100c(2)(c) dated April 11,1990........ (1990), 13 OSCB 1467 


* Stonebridge Farms Corporation et al. 
ss. 124(1) dated April 27,1990............ (1990), 13 OSCB 1566 


¢ Au and Ag Resources Inc. and Sisto Consultants Inc. 
ped sidated May 15, lO). cctisinca nner (1990), 13 OSCB 2171 


* Gordon Capital Corporation and David Bond 
S65. 261) arent?) dated june 1, [990 ens Tone ee eres 


* James Richardson, The Grandsons Energy Corporation, 
Larry Woods and Gerald McKendry 


Bi 24 dated june 6, 1990 sa cceunstnisgie ace (1990) 13 OSCB 2265 
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2425 - 4526 Quebec Inc., The Canamac Group Inc., 
La Caisse De Depot Et Placement Du Quebec, Societe 
Quebecoise D’Initiatives Petrolieres and Noverco Inc. 


cl. 100c¢(2)(c) and 100c(2)(a) dated June 6, 1990.............. 
re ee ee Pe eS 3 (1990), 13 OSCB 2272 
Irwin Krakowsky, Michael Stenyk and Everett Fagg 

5. (24 dated lune 7-1 900 acer eee (1990), 13 OSCB 2364 


Frederick Elliot Rosen and Nesbitt Thomson Deacon Inc. 
s. 26 and 124 dated June 21,1990........... (1990), 13 OSCB 2538 


Pacific Rim Container Sales Ltd. 
s. 26 and 123 dated June 21, 1990........ (1990), 13 OSCB 2681 


H.E.R.O. Industries Ltd., Middlefield Capital Fund, 
Middlefield Financial Ltd., New Frontiers Development 
Trust PLC and Garth Jestley, Charles Hobbs and Murray 
Brasseur 


Ss LO0CC) 123 S124 dated June? 1990 cre ay eane astemiatien 


Goldome Limited Partnership #1, 681224 Ontario Inc., 
and Andrew Wayne Paton 


Ss, 123:dated August 9.1090" e eee acta (1990), 13 OSCB 3463 


Richardson Greenshields of Canada Limited 
s: 26 dated August 3, 1900. casks, veces (1990), 13 OSCB 3691 


Aatra Resources Ltd., Durham Securities Corporation 
Limited, David J. Foster, Alex Pancer and Jack Kronis 


s.26 and 123 dated August 30, 1990........ (1990), 13 OSCB 3691 


Vestronix Corporation and Armaugh Corporation et al. 


ss. 123(3) dated September 10,1990 ........ (1990), 13 OSCB 3760 
Brault, Guy, O’Brien Inc. 
s. 26 dated October 11, 1990............. (1990), 13 OSCB 4252 


Consortium Mortgage Corporation et al. 


s. 123 dated'October 17,1990). 5.5. xs. (1990), 13 OSCB 4252 
Stephen Robert Bailey 
ss, 24(2) dated October 23, 1990........ (1990), 13 OSCB 4330 


E.A. (Clive) Raymond, David Howe, Paul Trennum, 
Richard Hay, Alfred Ruys De Perez and Rudolf 
Eschenbrenner (also known as Ralph Brenner) 


s. 124 dated November 28, 1990......... (1990), 13 OSCB 5100 


* Gloria Condy and Maple Leaf Gardens, Limited 


5, 122(1) and 124(1) dated December 17, 1990.........-.++5: 
(1990), 13 OSCB 5319 


¢ Twilight Industries Limited 
s. 123 dated December 12, 1990......... (1990), 13 OSCB 5320 


> Paul Merklinger, Jantree Development Corp. et al. 
s. 16(3) dated December 20, 1990........ (1990), 13 OSCB 5321 


* Jasper Naude and Maurice Carr 
s. 122 and 124 dated January 8, 1991...... (1991), 14 OSCB 157 


* Cavalier Energy Limited 
S226). dated March 771998 oo vias paca: (1991), 14 OSCB 1079 


* Raymond Ridgway 
s, 8(2) dated March 7,1991 .... 00. 00u20. (1991), 14 OSCB 1080 


¢ Anthony George Dragone, John Michael Ernest Marsh and 
Gerald Martin Soloway 


2124 dated March 13, 199 lento come (1991), 14 OSCB 1188 


¢ Rogers Acquisition Corporation and Rogers 
Communications Inc. 


s. 100c(2)(c) dated March 28, 1991.......... (1991), 14 OSCB 1385 


¢ Frederick Elliot Rosen 
s. 26 and 124 dated March 28, 1991....... (1991), 14 OSCB 1459 


REQUESTS FOR COMMENT 


* Draft Revisions to National Policy Statement No. 33 - 
Financing of Film Productions and Other Artistic 
Endeavours 
Ba ates eee ENN toe Re Tncae omen haber (1990), 13 OSCB 2461 


CLOSING: July 15, 1990 
STATUS: Published — Dec. 21, 1990 (1990), 13 OSCB 5355 


Proposed Changes To Provincial Securities Legislation - 
Take-Over Bids 


ApS ce MMV Soy Rt rnc) (1990), 13 OSCB 2295 


CLOSING: August 15, 1990 
STATUS: Comments under review 
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Draft Revisions to OSC Policy Statement No. 9.1 - 
Disclosure, Valuation and Approval for Insider Bids, Issuer 
Bids, Going Private Transactions, Significant Asset 
Transactions and Other Related Party Transactions 


MO nee erie Oct he an (1990), 13 OSCB 2105 
CLOSING: August 31, 1990 


STATUS: OSC Policy Statement No. 9.1 implemented 
July.5) 199 see eee tere (1991) 14 OSCB 3325 


Draft National Policy Statement No. 44 — Rules for Shelf 
Prospectus Offerings and For Pricing Offerings After the 
Final Prospectus is Receipted 


ApS 0 lect eR eee eens toe (1990), 13 OSCB 2559 
CLOSING: September 7, 1990 


STATUS: National Policy Statement No. 44 implemented 
May 1071991 23s sateen annum iene (1991), 14 OSCB 1844 


Proposals for Securities Firms 
saith resdk Senet aves penser Aen (1990), 13 OSCB 3289 


CLOSING: September 30, 1990 
STATUS: |Comments under review 


Draft National Policy Statement No. 45 - Multi- 
jurisdictional Disclosure System 
“gv biel mg idee ae eee ee ae (1990), 13 OSCB 4573 


CLOSING: December 15, 1990 
STATUS: National Policy Statement No. 45 implemented 
JualyoLy LOO eee eee renee eee (1991),14 OSCB 2863 


OSC Policy Statement No. 5.1 - (Prospectuses — General 
Requirements) and OSC Policy Statement No. 5.6 (Prompt 
Offering Qualification System) 
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CLOSING: February 15, 1991 
STATUS: Comments under review 


Proposed Changes To Registration Exemptions and 
Registration Process 
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CLOSING: February 15, 1991 
STATUS: Comments under review 


OSC Policy Statement No. 9.3 - Take-Over Bids — 
Miscellaneous Guidelines 


AOL ECE CS ere Pe a ate ee (1991), 14 OSCB 285 


CLOSING: March 15, 1991 
STATUS: Comments under review 
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